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Rz: Proposed Guidance-Concentrations in Commercial Real Estate Lending,
Sound Rilsk Management Practices 71 FR 2302 {January 13, 2006

As a panker, I appreciate the opportuniiv to comment on the Proposed
Guidance—CGnceﬁtrat;vns in Commercial Real Estate Lending, Sound Risk
Management Practices (“Proposed Guidance”) issued by the Office of the
Comprroller of the Currency, the Board of Governors of the Federal Reserve
System, the Federsl Depesit Insurance Corporation, and the OFffice of
Thrift Supervision [“Agencies”). The Proposed Guidance will impose
additional regulation on financial institufions in a mechanical manner.

The proposed guidance adds additional scrutiny to banks with high
concentrations in commercial real estate loans with regard to their
underwriting standards, risk management practices, and caplital levels.
Under the proposed guidance, financial institutions are deemed to have a
concentration in commercial real estate loans if one or boeth of the
foilowing tests are metf:

- Total reported lcans for construction, land development, and other land
represent one hundred percent or more of the institution’s total capital,

or - Total reported loans secursd by multi-family and nonfarm

nonresidential properties and loan construction d

and cther land represent three percent or th

institution’s total capital.
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The proposed guidance iows the agencies to require banks to increase
their capital because & concentration in commercial real estate lcans.
The agencies should not have the disoreticn to arpitrarily reguire a bank
t¢ ingrease its capital levels under these circumstances. Appropriate
capital lavels should be determined based on a thorough analvsis of the
individual bank. All factors should be included when making a
determination that a bank has sufficient capital, including the risk
assoclated with the bank’s lending practices, not 3just an arbitrary
standard.
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Again, I appreciate the opportunity te comment on, and firmly oppose, the
Proposed Guidance-Concentrations in Commercial Real Estate Lending, Sound
Rlsk Management Practices.

Thank vou.

Sincerely,



